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AMERICAN INSTITUTE OF ACCOUNTANTS 


American Institute Benevolent 
Fund 


At the annual banquet of the American In- 
stitute of Accountants, October 18, 1933, Ed- 
ward E. Gore addressed the members present 
on the desirability of establishing some sort ot 
machinery for the relief of aged members of the 
Institute in financial difficulties. He cited 
an actual case which had come to the attention 
of the executive committee in which a member 
of advanced years had been saved from utter 
destitution through the generosity of an in- 
dividual member of the Institute. 


Following Mr. Gore’s remarks the toast- 
master announced that the executive committee 
had authorized distribution of forms by means 
of which those members who wished to do so 
could subscribe whatever amount they cared to 
contribute toward the establishment of a benev- 
olent fund. 


The executive committee has now authorized 
incorporation of the American Institute Benev- 
olent Fund, Inc., and has given instructions 
that a communication describing the plan be 
mailed to every member and associate of the 
Institute with an invitation to participate in 
the establishment of this new and necessary 
adjunct to the Institute’s activities. 


Standard Confirmation Form 


The Institute’s special committee on codpera- 
tion with bankers, after two years of study, 
presented to the executive committee a report 
recommending adoption of a standard form of 
bank confirmation for use by auditors in con- 
firming certain facts relating to their clients’ 
affairs. The committee had originally under- 
taken the study at the suggestion of bankers, 
who believed that the use of a standard form 
by public accountants would minimize the dif- 
ficulty of replying to such requests. 


The executive committee has approved the 
form and has authorized its publication for the 
information of members of the Institute. A 
copy of the form will be distributed to each 
member and associate, and the Institute will be 
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glad to fill orders for any number of the forms 
desired. The price at which copies will be 
available in large quantities has not yet been 
determined. 


Elections 


In the absence of protest the president has 
declared elected as members and associates, re- 
spectively, the following applicants whose 
election was recommended by the board of ex- 
aminers and approved by the council at its 
meeting on October 16, 1933: 


Advanced to membership: 
Rudolph Bergman, New York 
Thomas West Branch, Atlanta, Ga. 
Burnell H. De Vos, Los Angeles 
Malcolm M. Dienes, New Orleans 
Ray R. Dobson, New York 
Marshall A. Granger, New York 
Benjamin Harrow, New York 
John J. Lang, St. Louis 
Edward S. Rittler, New Orleans 


Admitted as members: 
Robert J. Allison, Davenport, Iowa 
J. Dozier P. Arnold, Birmingham, Ala. 
William D. Avery, Duluth, Minn. 
C. H. Aveyard, Boston 
Carl A. Bader, Boston 
George S. Bancroft, Wichita Falls, Texas 
Otto Baumgartner, Chicago 
Charles I. Belfint, Wilmington, Del. 
F. Gordon Blackstone, New York 
Maurice L. Blanchard, Hartford, Conn. 
Eugene G. Boutelle, Boston 
James B. Burleson, Dallas 
E. R. Burnett, Dallas 
Orville S. Carpenter, Dallas 
Alexander J. Chase, Boston 
Alexander A. Clark, New York 
William W. Condray, Lubbock, Texas 
John R. F. Cowan, St. Louis 
Donald E. Currier, Chicago 
Joseph Cushing, Springfield, Mass. 
Norman W. Davidson, New York 
H. Brooks Davies, Cleveland 
Anthony B. Donlin, Chicago 
Andrew S. Doyle, New York 
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Scott H. Dunham, San Francisco 
John B. Dunne, New York 


Charles E. Elberson, Winston-Salem, N. C. 


William L. Esterberg, Boston 
Earl F. Eversman, Cincinnati 

E. J. Fjeld, New York 

Edward C. Friedel, Chicago 
Frank S. Glendening, Philadelphia 
Elmer L. Glover, New York 
William A. Gould, Chicago 


William E. Hammond, Albuquerque, N. M. 


James R. Hanna, New York 
Tom C. Hansen, Kansas City, Mo. 


Edward O. Harper, Montgomery, Ala. 


Harry K. Hill, Los Angeles 
Hughes C. Hopewell, Chicago 
Albert E. Hunter, Boston 

Raymond P. Kaesshaefer, Milwaukee 
Edwin Kalbfleish, St. Louis 

Paul A. Kelson, Los Angeles 

Max A. Kenyon, New York 
Elmer G. Kumblad, Springfield, Mass. 
Isadore H. Krekstein, Philadelphia 
Lewis J. Laventhol, Philadelphia 
George C. Ludolph, Minneapolis 
Archie V. McDuffie, Little Rock 
Joseph R. Matson, Salt Lake City 
Bertram Miller, Jackson, Mississippi 
James E. Mitchell, Chicago 

Harold A. Mock, Boston 

Lawrence R. Moffett, Little Rock 
Francis E. Moore, Boston 

William C. Morgan, Boston 

John M. Neumayer, St. Louis 
Howard P. Nicholson, Syracuse 
Frank J. Pekar, New York 
Norman F. Phair, New York 
Aubrey F. Powell, Chicago 

Robert H. Prytherch, New York 
Joseph J. Pugh, Philadelphia 

Dick D. Quin, Jackson, Miss. 
Roscoe L. Randall, San Francisco 
Seymour D. Rasmusson, Salt Lake City 
Robert L. Reamy, Baltimore 
Harold H. Reed, St. Louis 
Ambrose M. Reiter, Chicago 

James H. Richardson, Boston 


Goldsborough Robinson, Louisville, Ky. 


William H. S. Rogers, Boston 
Joseph D. Savant, Los Angeles 
Daniel M. Sheehan, St. Louis 
Loren J. Sherff, Chicago 

Abraham Silvertrust, Chicago 


Albert G. Simmonds, Baltimore 
Edward Simone, New York 

Noel R. Simpson, Los Angeles 
Sanford G. Slocum, Rochester, N. Y. 
Alexander J. Smith, St. Louis 
Samuel Solomon, Boston 

Ralph L. Stauffer, Philadelphia 
William E. Steidle, New York 
Charles A. Stewart, New York 
James V. Stewart, Little Rock 
Paul F. Swantee, Kansas City, Mo. 
George J. Thomas, St. Louis 

Eric P. Van, Seattle 

Ross T. Warner, Tulsa 

Victor F. Wieland, St. Louis 

John P. Williams, Chicago 

Lloyd A. Willing, New York 
Peter G. Wilson, Sioux City, Iowa 
Marion M. Winkler, New Orleans 
John H. Worman, Memphis, Tenn. 
Merle A. Yockey, Detroit 


Admitted as associates: 
Robert T. Allen, New York 
Richard E. Buckley, Buffalo, N. Y. 
Vernon B. Burgett, Kansas City, Mo. 
Arthur L. Burton, Providence 
Ray A. Farley, San Francisco 
Joseph C. Fuller, Little Rock 
Andrew S. Halley, San Francisco 
Oscar R. Heppley, Salt Lake City 
Louis S. Madsen, Chicago 
A. Robert Nelson, Chicago 
Edward L. Nolte, Des Moines, Iowa 
Wayne E. Pollard, Rockford, III. 
Anthony L. Prely, New York 
Arthur W. Tinkham, New York 


Annual Meeting 


Since the conclusion of the Institute’s annual 
meeting at New Orleans the committee on 
meetings has been receiving congratulations on 
its success in arranging one of the most interest- 
ing and entertaining meetings in the history of 
the Institute. The Society of Louisiana Certi- 
fied Public Accountants, which acted as host, 
has also received many expresssions of appre- 
ciation for its cordial and effective codperation. 

ATTENDANCE 

Twenty-eight persons were included in a 
special party which traveled to New Orleans 
from New York on the Crescent Limited. On 
account of disturbances in Havana the return 
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trip which had been planned by way of that 
port was canceled. 

The total number of persons registered at 
the annual meeting was 238. Twenty-nine 
states, Canada and Cuba were represented. 


GOLF 

Following are the results of the golf tourna- 
ment held at the New Orleans Country club 
on October 19th: 

Albert G. Moss, Texas, won the prize for 
the low gross score. His score was 85. Ross 
Warner, Oklahoma, won the prize for low net 
score with 73. A four-man team representing 
the New York State Society of Certified Public 
Accountants won the team contest for the Mis- 
souri golf trophy. Following are those who 
comprised the team, with scores: F. H. Hurd- 
man (92), C. O. Wellington (91), W. D. 
McGregor (87), James J. Hastings (105). 


1934 MEETING 

Chicago was selected as the place for the 

Institutes’ annual meeting in October, 1934. 
COUNCIL MEETINGS 

Reports of officers and committees presented 
to the council at its meetings October 16 and 
19, 1933, will be published in full in the year- 
book, which will appear early in December. 

The secretary has been instructed to prepare 
a special report to the membership summarizing 
all the work of the year, which will be available 
ptior to appearance of the year-book 

At the suggestion of the board of examiners 
and the special committee on development of 
the Institute, the council resolved that the re- 
fund of initiation fees to applicants for admis- 
sion to the Institute be continued through the 
current fiscal year ending August 31, 1934. 

At the request of the special committee on 
development of the Institute the council 
authorized arrangement of local meetings of 
members of the Institute in various parts of the 
country under the auspices of that committee 
and of members of council. 

At the meeting on October 16th, Walter A. 
Staub was accorded the privilege of the floor 
by special permission to address the council on 
the subject of possible consolidation of the 
mational accountancy organizations. He re- 
quested that the Institute appoint a committee 
to explore the possibility of forming a unified 
society. 

In the discussion following his remarks it 
was recalled that the subject had been exhaus- 


tively canvassed at meetings of committees 
representing the American Institute of Ac- 
countants and the American Society of Certified 
Public Accountants in 1925, with the conclu- 
sion on both sides that the differences in struc- 
ture and purposes of the two organizations 
were so distinct that there appeared to be no 
practicable basis for consolidation. 

It was also brought out that at two subse- 
| He meetings of council the subject had been 

iscussed without discovery of any change in 
conditions which might alter the conclusions 
reached at the 1925 conferences. 

In the discussion many council members 
voiced unalterable opposition to any relaxation 
of the standards of the Institute, and expressed 
doubt that any basis for consolidation now 
could be discovered. 

However, the feeling of the council was 
strong that the Institute would by no means 
wish ever to close the door to any new proposal, 
or to renewal of any old proposal, the consid- 
eration of which might conceivably be to the 
advantage of accountancy as a whole. 

Accordingly, a motion was adopted author- 
izing the president to appoint a special commit- 
tee to consider the matter of amalgamation or 
codperation with other bodies of accountants 
and report to the executive committee. 

In accordance with this resolution the presi- 
dent has appointed the following committee: 


Frederick H. Hurdman, New York, chatrman 
George Armistead, Texas 

Robert O. Berger, Illinois 

James J. Hastings, New Jersey 

Walter A. Staub, New York 


Committee Appointments 


The president has appointed the following 
committees to serve for the current fiscal year 
ending August 31, 1934: 

COMMITTEE ON ARBITRATION 

Walter Niles Dean, Chairman, New York, N. Y. 

H. V. Robertson, Amarillo, Texas. 

Roscoe H. Belknap, Boston, Mass. 

COMMITTEE ON BUDGET AND FINANCE 

John Flint, Chairman, New York, N. Y. 

Paul K. Knight, New York, N. Y. 

Geoffrey G. Rowbotham, New York, N. Y. 
COMMITTEE ON By-Laws 

Arthur W. Teele, Chairman, New York, N. Y. 

John W. Burrows, San Francisco, Calif. 

Frank C. Taylor, Beaumont, Texas. 
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COMMITTEE ON CREDENTIALS 
Harry Boyack, Chairman, Chicago, Ill. 
Harold Benington, Chicago, Ill. 
John A. Stolp, Chicago, Iil. 
COMMITTEE ON EDUCATION 
For three years: 
George E. Bennett, Syracuse, N. Y. 
Roy B. Kester, New York, N. Y. 
For two years: 
J. Hugh Jackson, Palo Alto, Calif. 
James M. McConahey, Seattle, Wash. 
For one year: 
William A. Paton, Chairman, Ann Arbor, Mich. 


COMMITTEE ON FEDERAL LEGISLATION 
‘Norman L. McLaren, Chairman, San Francisco. 
George Cochrane, New York, N. Y. 
Leon E. Williams, Washington, D. C. 
COMMITTEE ON MEETINGS 
John P. Dawson, Chairman, Chicago, Ill. 
Robert E. Payne, Chicago, Ill. 
George W. Rossetter, Chicago, Ill. 
COMMITTEE ON PUBLICATION 
John B. Niven, Chairman, New York, N. Y. 
William D. Cranstoun, New York, N. Y. 
John C. Scobie, New York, N. Y. 


COMMITTEE ON STATE LEGISLATION 
Will-A. Clader, Chairman, Philadelphia, Pa. 
Charles W. Jones, Chicago, Ill. 
James M. McConahey, Seattle, Wash. 
SPECIAL COMMITTEE ON ACCOUNTING PROCEDURE 
James Hardwick Stagg, Chairman, New York, 
N. Y. 
William H. Bell, New York, N. Y. 
Henry B. Fernald, New York, N. Y. 
P. W. R. Glover, New York, N. Y. 
Vivian Harcourt, New York, N. Y. 
SPECIAL COMMITTEE ON ADMINISTRATION OF 
ENDOWMENT 
William H. West, Chairman, New York, N. Y. 
David L. Grey, St. Louis, Mo. 
Carl H. Nau, Cleveland, Ohio. 
John R. Ruckstell, San Francisco, Calif. 
Charles R. Trobridge, New York, N. Y. 
SPECIAL COMMITTEE ON APPOINTMENT OF 
AUDITORS 
C. Oliver Wellington, Chairman, New York, 
N. Y. 
Reynold E. Blight, Los Angeles, Calif. 
George S. Olive, Indianapolis, Ind. 
George W. Rossetter, Chicago, III. 
Herbert M. Temple, St. Paul, Minn. 
SPECIAL COMMITTEE ON COMMERCIAL ARBITRATION 
Lewis Wintermute, Chairman, Cleveland, Ohio. 


Louis G. Battelle, Dayton, Ohio. 
Pearce Crane Davis, Portland, Ore. 
Caddie H. Kinard, El Dorado, Ark. 
Roscoe L. Thomas, Butte, Mont. 

SPECIAL COMMITTEE ON COOPERATION WITH 

BANKERS 

Charles B. Couchman, Chairman, New York, N. Y. 
Arthur Berridge, Portland, Ore. 
William B. Campbell, New York, N. Y. 
George E. Frazer, Chicago, Ill. 
William R. Main, Philadelphia, Pa. 
Donald P. Perry, Boston, Mass. 
Edwin H. Wagner, St. Louis, Mo. 

SPECIAL COMMITTEE ON GOVERNMENTAL 

ACCOUNTING 
Lloyd Morey, Chairman, Urbana, Il. 
Clem W. Collins, Denver, Colo. 
William Dolge, San Francisco, Calif. 
Forrest Mathis, Dallas, Texas. 
Walter Mucklow, Jacksonville, Fla. 
David B. Peter, Kansas City, Mo. 
A. H. Puder, Newark, N. J. 
SPECIAL COMMITTEE ON CO6GPERATION WITH 
INVESTMENT BANKERS 
Frederick H. Hurdman, Chairman, New York, 
N. Y. 
H. A. Finney, Chicago, Ill. 
F. F. Hahn, Los Angeles, Calif. 
Walter L. Morgan, Philadelphia, Pa. 
Louis G. Peloubet, Maplewood, N. J. 
SPECIAL COMMITTEE ON NATURAL BUSINESS YEAR 
A. S. Fedde, Chairman, New York, N. Y. 
M. H. Barnes, Savannah, Ga. 
Edward S. Rittler, New Orleans, La. 
Harold J. Matteson, Duluth, Minn. 
SPECIAL COMMITTEE ON COOPERATION WITH OTHER 
ORGANIZATIONS 
Frederick H. Hurdman, Chairman, New York, 
N. Y. 
George Armistead, Houston, Texas. 
R. O. Berger, Chicago, Ill. 
James J. Hastings, Newark, N. J. 
Walter A. Staub, New York, N. Y. 

SPECIAL COMMITTEE ON PUBLIC RELATIONS 
C. Oliver Wellington, Chairman, New York, N. Y. 
Lewis Ashman, Chicago, Ill. 

George P. Auld, New York, N. Y. 

Eric A. Camman, New York, N. Y. 

W. B. Campbell, New York, N. Y. 
George Cochrane, New York, N. Y. 
Norman L. McLaren, San Francisco, Calif. 
Philip N. Miller, New York, N. Y. 
Herbert M. Temple, St. Paul, Minn. 
Leon E. Williams, Washington, D. C. 
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SPECIAL COMMITTEE ON COOPERATION WITH STOCK 
EXCHANGES 
George O. May, Chairman, New York, N. Y. 
Archibald Bowman, New York, N. Y. 
Arthur H. Carter, New York, N. Y. 
Charles B. Couchman, New York, N. Y. 
Samuel D. Leidesdorf, New York, N. Y. 
Walter A. Staub, New York, N. Y. 
SPECIAL COMMITTEE ON TERMINOLOGY 
Robert H. Montgomery, Chairman, New York. 
Alexander H. Beard, New York, N. Y. 
Eric L. Kohler, Chicago, Ill. 
Walter Mucklow, Jacksonville, Fla. 
Gabriel A. D. Preinreich, New York, N. Y. 
SPECIAL COMMITTEE ON INVENTORIES 
Edward A. Kracke, Chairman, New York, N. Y. 
Leonard S. Davey, New York, N. Y. 
W. I. Nicholson, Jr., Tulsa, Okla. 
Warren W. Nissley, New York, N. Y. 
I. Graham Pattinson, Los Angeles, Calif. 
Walter A. Staub, New York, N. Y. 
E. H. Wagner, St. Louis, Mo. 


At its meeting on October 16th the council 
elected the following members of the commit- 
tee On nominations: 

William B. Franke, New York 
Winfield Q. Sharp, Mississippi 


At the annual meeting the following were 
elected to the committee on nominations: 
W. P. Hilton, Virginia 
Wayne Kendrick, Washington, D. C. 
Emil Kroeger, Minnesota 
G. V. W. Lyman, Louisiana 
Charles R. Whitworth, Illinois 


Oil Inventories 


Discussion intended to arrive at a system of 
inventory valuation for oil companies was 
opened recently between special committees of 
the American Petroleum Institute and the 
American Institute of Accountants. 

At the first meeting, which was held Novem- 
ber 1st at the headquarters of the Americen 
Institute of Accountants, the Petroleum Insti- 
tute was represented by V. L. Elliott, of Phila- 
delphia, comptroller of the Atlantic Refining 
Company, chairman; F. S. Reitzel, of Phila- 
delphia, assistant to the president of the Sun 
Oil Company; R. M. Riggins, of Bartlesville, 
Okla., comptroller of the Phillips Petroleum 
Company; H. A. Gidney, of Pittsburgh, comp- 
troller of the Gulf Oil Company; T. C. Mc- 


Cobb, of New York, comptroller of the Stand- 
ard Oil Company of New Jersey, and R. S. 
Durkee, of New York, comptroller of the 
Socony-Vacuum Corporation. The special com- 
mittee of the American Institute of Accountants 
consists of Edward A. Kracke, chairman; 
Leonard S. Davey, Warren W. Nissley, and 
Walter A. Staub,, all of New York, and W. I. 
Nicholson, Tulsa; I. Graham Pattinson, Los 
Angeles, and E. H. Wagner, St. Louis. 

The committees hope to agree upon a system 
based on sound accounting and economics 
which, having the approval of both institutes, 
might ultimately be adopted as a uniform sys- 
tem by those oil companies with which the 
problem of inventory valuation is acute. 

A second meeting for discussion of the topic 
was scheduled for November 15th. 


Institute Pamphlet on Securities Act 


A pamphlet on ‘Accountants and the securi- 
ties act,” consisting of two papers read at the 
annual meeting of the American Institute of 
Accountants, at New Orleans,, was mailed on 
November 4th to all members of the Institute. 

The papers are by Spencer Gordon, of ccun- 
sel for the Institute, and James Hall, m-mber 
of the executive committee. Mr. Gcrdon 
analyses the provisions of the act in their bear- 
ing upon the duties and responsibilities of the 
accountant, and Mr. Hall discusses accoun:ing 
problems related to points brought out in Mr. 
Gordon’s paper. 

The pamphlet is offered in lieu of a special 
report by a sub-committee of the special com- 
mittee on public relations, which has studied 
the problem. The committee feels it impossi- 
ble, with a number of legal and accounting 
questions yet to be answered finally, to make 
specific recommendations. Although the com- 
mittee is not prepared officially to adopt or to 
endorse the conclusions which the authors have 
reached, it believes that the two papers bring 
out clearly the problems of primary interest to 
accountants. 

In an introduction to the pamphlet, members 
who have given thought to the problem are 
invited to submit to the committee their sug- 
gestions for amendments to the securities act. 
In the event that the question arises at the 
coming session of congress, the Institute’s com- 
mittee may find an opportunity to make specific 
recommendations. 
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BE SMe 
William C. Rion 


William C. Rion, an associate of the Ameri- 
can Institute of Accountants since 1922, died 
at the Columbia Hospital, Columbia, South 
Carolina. Up to the time of his death, Mr. 
Rion had been in public practice. He was 48 
years of age. 

DS he NN Pe] 

Institute Represented at Meetings 

of Accountants 


John F. Forbes, president of the American 
Institute of Accountants, attended the annual 
meeting of the Texas Society of Certified Public 
Accountants, held at the Rice hotel in Houston, 
October 13th and 14th. He spoke briefly at a 
morning session and again at some length at 
the banquet, when he told of the work and 
aims of the Institute. From Houston Mr. 
Forbes proceeded to the annual meeting of the 
Institute in New Orleans. 

Frederick B. Andrews, member of the 
board of examiners of the Institute and retir- 
ing vice-president, addressed the Accountancy 
club of the University of Illinois, October 25th, 
on the Institute’s rules of professional conduct. 
He announced that the Institute’s examinations 
in future would include questions on profes- 
sional ethics. 

John L. Carey, secretary of the Institute, 
spoke before a meeting of the Accountancy 
club of the College of the City of New York, 
November 9th, on problems of the accountancy 
profession. At a tri-state meeting arranged by 
the Society of Certified Public Accountants of 
the State of New Jersey, at the Hotel Ambas- 
sador, Atlantic City, November 11th, Mr. 
Carey extended the official greetings of the 
American Institute. 

The Institute was represented by Lloyd A. 
Morey, Urbana,, chairman of its recently ap- 
pointed special committee on governmental 
accounting, at a conference on that subject held 
in Chicago, October 28th, and attended by 
representatives of five other organizations 
studying the problem. The conference was ar- 
ranged by the Public Administration Clearing 
House. 

A. H. Puder, Newark, member of the special 
committee on governmental accounting, repre- 
sented the Institute’s committee at a confer- 
ence of the National Municipal League at At- 
lantic City, November 10th. 


Conference on Municipal Accounting 


Representatives of six national organizations, 
among them the American Institute of Ac- 
countants, met in Chicago on October 28th, at 
a conference on municipal accounting, called 
by Louis Brownlow, director of the Public 
Administration Clearing House. 

The organizations represented, in addition to 
the Institute, were the National Association of 
Cost Accountants, the American Society of 
Certified Public Accountants, the Accounting 
Research Council of the American Association 
of University Instructors in Accounting, the 
National Association of State Audits, Comp- 
trollers and Treasurers and the Municipal 
Finance Officers’ Association. 

It was recognized by those attending the 
conference that, in view of the need for more 
authoritative standards of terminology, report 
forms and audit methods of municipalities as 
well as other governmental subdivisions, there 
exists a timely opportunity for constructive 
work in this field through the joint efforts of 
various organizations interested in the subject. 
Activities along these lines were initiated by the 
drafting of a recommendation to Mr. Brown- 
low thac each of the organizations represented, 
at the conference and in addition, the City 
Managers’ Association, the American Municipal 
Association and the U. S. Census Bureau, be 
asked to appoint one representative to a cen- 
tral committee which would undertake a pro- 
gram of this kind. The recommendation also 
included the suggestion that each organization 
provide for an advisory committee from its 
own membership to whom the recommendations 
of the central committee will be submitted for 
review and comment. 


Compulsory Audits and Appointment 
of Auditors 


Following is the text of a report of the 
special committee on appointment of auditors 
resented to the council at its meeting on Octo- 

t 16th, which contains a summary of state 
laws dealing with compulsory audits and 
methods of appointment of auditors: 


To THE COUNCIL OF THE AMERICAN INSTITUTE OP 

ACCOUNTANTS: 

GENTLEMEN: The special committee on appoint- 
ment of auditors submits herewith its report. 

The committee has endeavored to keep informed 
regarding proposed legislation and has gathered a 
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considerable amount of information on existing laws 
and regulations relating to the appointment of audi- 
tors. Much of this information has been obtained 
through codperation of various state societies, and 
the committee in return has furnished on request sug- 
gestions as to legislation proposed. 

The data assembled by the committee may be classi- 
fied as follows: 

Requirements of securities exchanges and com- 
mercial associations. 

Reports under “blue sky’ laws. 

Annual reports to shareholders. 

Annual reports as public records for the pro- 
tection of creditors. 

Reports of banks and building and loan societies. 

Audits of political subdivisions of states. 

Financial statements required of bidders for 
highway construction work and other projects 
of governmental subdivisions. 

Early in 1933, the New York stock exchange an- 
nounced its intention of requiring audited statements 
in connection with listing applications made after 
July 1, 1933. It announced also that audited 
periodic statements would be required from cor- 
porations enjoying its listing privilege. 

The New York stock exchange, codperating with 
the special committee of the American Institute of 
Accountants on codperation with stock exchanges, 
subsequently sent to listed corporations suggestions 
on the treatment and presentation of certain items in 
their balance-sheets and income-accounts. Listed cor- 
porations were asked, also, to request their auditors 
to furnish to the committee on stock list answers to 
six questions so framed that the answers would fur- 
nish a comprehensive auditors’ certificate and a state- 
ment as to whether or not certain enumerated ac- 
counting principles approved by the committee on 
stock list had been adhered to. 

The New York curb exchange, the New York pro- 
duce exchange and the Chicago stock exchange fol- 
lowed the lead of the New York stock exchange 
by announcing that they also would require sub- 
mission of audited statements by listed corporations. 

The Edison Electric Institute, with several hundred 
members operating in the public utility field, requires 
its members to publish financial statements which 
shall be audited by independent accountants, and 
to give accurate staternents to stock exchanges, con- 
sumers, stockholders and the public. 

The federal securities act, which became a law in 
June, 1933, requires for certification by “an inde- 
pendent public or certified accountant of financial 
statements included in the registration statement un- 


der the requirements of schedule A of the act, ex- 
cept that section 7 of the act states that the com- 
mission may by rules and regulations provide that 
any such information or document need not be in- 
cluded in respect of any class of issuers or securities 
if it finds that the requirement of such information 
or document is inapplicable to such class and that 
disclosure fully adequate for the protection of in- 
vestors is otherwise required to be included within 
the registration statement.” However, the present 
rules and regulations issued by the federal trade com- 
mission provide for no exemptions beyond those con- 
tained in the Act itself. It is of particular interest 
to note the extraordinary extent of the liability im- 
posed upon accountants for errors or misstatements 
found in financial statements prepared by them and 
submitted as a part of registration statements. 

The data on reports under the “blue sky” laws 
of various states, gathered by the committee, is sum- 
marized in the following paragraphs: 

An amendment, approved May 20, 1933, to the 
Colorado ‘Fraudulent practice act” provides that 
any person, firm or corporation, etc., selling in- 
vestment contracts (as defined in the Act) shall 
file with the secretary of state an annual report 
of a certified public accountant, which report shall 
set forth the financial condition of the seller of 
such investment contracts at the end of the fiscal 
or calendar year and shall contain an analysis of 
its income, expenses, surplus and reserves. Com- 
panies operating under the banking, insurance and 
building and loan laws are exempted from this 
provision. 

The Massachusetts securities commission may 
require any person selling or issuing or proposing 
to sell or issue any security to submit financial 
statements sworn to by a certified public account- 
ant or a public accountant. A public accountant 
is defined in the law as a person offering his ser- 
vices as an accountant to the public generally and 
who maintains an office as a public accountant. 

The Michigan securities commission may re- 
quire any licensed dealer or broker, buying, sell- 
ing or dealing in securities on marginal accounts 
or partial payments to have a semi-annual audit 
made by a certified public accountant at such time 
and in such form as the commission may require. 
The committee now has in its files information on 

requirements for annual reports to shareholders, as 
follows: 

The California corporation act requires direc- 
tors of every corporation to cause to be sent to 
the shareholders annual balance-sheets and profit- 
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and-loss statements certified to by the president, 

secretary, treasurer or a public accountant, unless 

such statements be expressly dispensed with in 
the by-laws. 

In North Carolina 25 per cent of the stock- 
holders may cause the audit of a corporation's 
books by a competent accountant. 

The general corporation act of Ohio requires 
that the annual financial statements submitted to 
the stockholders be certified by either the officers 
or by a public accountant or firm of public ac- 
countants. This law also provides that a director 
shall not be held to have been negligent if he 
relied upon financial statements certified to by a 
public accountant or firm of public accountants 
of good reputation. 

On May 5, 1933, Pennsylvania passed a law re- 
quiring that annual financial reports to share- 
holders be prepared by an auditor selected by the 
shareholders, unless the by-laws expressly provide 
otherwise. 

The only state which requires the filing of annual 
repurts as public records for the protection of credi- 
tors is Massachusetts. This state requires all do- 
mestic corporations and all foreign corporations do- 
ing business within its jurisdiction, to file annual 
certificates of condition (balance-sheets). 

While the annual certificates of condition 
(balance-sheets) required of corporations having a 
capital stock of more than $100,000 and doing busi- 
ness in Massachusetts must be signed by an inde- 
pendent auditor, there is no requirement that the 
auditor must be a professional accountant. In prac- 
tice, however, most corporations of any importance 
have employed public accountants. In the case of 
domestic corporations, the auditor must be selected 
by a committee of three stockholders appointed at 
the annual stockholders’ meeting. 

The information assembled on reports of banks, 
and building and loan societies follows: 

The Connecticut statutes, as amended May 6, 
1933, provide for the appointment of not less 
than two competent, experienced and trustworthy 
persons as auditors of savings banks, but in lieu 
thereof any bank, subject to the approval of the 
bank commissioner, may have the required annual 
audit made by certified public accountants elected 
by the board of directors or a duly authorized 
committee of such board. 

The laws of Delaware provide for annual ex- 
aminations of banks by the state bank commis- 
sioner, but the commissioner may accept instead 
a certified report of an examination made by a 
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certified public accountant. 

In Georgia directors of banks have the power 
to employ certified public accountants to make the 
semi-annual directors’ examinations required by 
law. 

In the legislation recommended in May, 1933, 
by the attorney general of Massachusetts to 
strengthen the banking laws of that state, the bank 
commissioner is authorized to employ certified 
public accountants to audit the books of any bank 
whenever deemed necessary. 

The Massachusetts statutes relating to savings 
banks provide for an annual audit by a certified 
public accountant, but the auditing committee of 
any bank may request the commissioner to make 
the audit instead of the certified public account- 
ant. 

Corporations borrowing from Massachusetts 
savings banks must submit to audits by an ac- 
countant approved by the bank commissioner. The 
auditor does not have to be a professional ac- 
countant, but in practice usually is. 

In Minnesota the commissioner of banks is not 
permitted to accept independent audits of banks, 
but may accept an audit report prepared by a 
certified public accountant on a building and Joan 
association, in lieu of a report prepared by the 
directors. 

Nebraska does not require audits of banks, 
building and loan associations or political sub- 
divisions to be made by public accountants. 

The law of New Hampshire relating to savings 
banks and trust companies provides for semi- 
annual audits by the trustees, but the publication 
of an annual audit report by a certified public ac- 
countant will be accepted in lieu of semi-annual 
audits by the trustees. 

The banking law of Ohio permits the directors 
to have the annual audit made by a certified pub- 
lic accountant. 

The banking law of Oklahoma does not pro- 
vide for independent audits. Bidders for high- 
way construction contracts must submit certified 
financial statements. 

The banking law of Rhode Island provides for 
annual audits to be performed by a certified pub- 
lic accountant who shall be a qualified elector in 
Rhode Island. 

South Carolina has a law requiring building 
and loan associations to be audited annually by 
public accountants. 

In Virginia the auditor of public accounts and 
commissioner of insurance and banking are not 
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permitted to accept independent reports made by 

certified public accountants. 

The information obtained on audits of political 
subdivisions of states follows: 

In Georgia several bills have been passed 
authorizing the appointment of certified public ac- 
countants to audit county records. 

Kansas has enacted a law providing for an 
audit of the state highway department from March 
31, 1931, to be made by a bi-partisan committee 
of five members of the legislature who may em- 
ploy accountants, attorneys and assistants at a com- 
pensation not to exceed $10 per diem and actual 
expenses. 

Minnesota does not require audits of its politi- 
cal subdivisions. A department of public ex- 
aminer is maintained for the purpose of making 
audits when requested by local! officials, at cost. 

On February 24, 1933, the sovernor of Missouri 
was authorized to cause an audit of the accounts 
of political subdivisions by accountants selected by 
him. 

New Jersey has a department of municipal ac- 
counts which conducts examinations and registers 
successful applicants as municipal accountants. 
All audits of municipal accounts in New Jersey 
must be made by registered municipal accountants. 

In Oregon a law was passed in March, 1933, 
providing for annual audits of the records and 
accounts of justices of the peace by competent ac- 
countants. 

South Carolina has legislation pertaining to 
certain counties and state departments, requiring 
annual audits by certified public accountants. 
Following is a summary of information obtained 

respecting financial statements required of bidders for 
highway construction work of governmental sub- 
divisions: 

The Arizona highway department does not al- 
low contractors to bid on its projects unless there 
is on file in the department a financial statement 
not over six months old, prepared by a certified 
public accountant. 

The California department of public wo'k~ has 
a form of financial statement to be filed by con- 
tractors submitting bids. This statement must be 
certified to by a California C. P. A. if the bd 
involves $50,000 or more. 

In Illinois the department of public work: and 
buildings, division of highways, requires bidders 
to submit financial statements prepared by certified 
public accountants. 
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The state highway commission of Kansas re- 
quires that financial statements submitted by con- 
tractors and showing a net worth of more than 
$5,000 be certified by certified public accountants. 

The state highway commission of Missouri re- 
quires prospective bidders to file financial state- 
ments certified to by a certified public accountant 
who holds a certificate issued by the responsible 
authority of the state in which the contractor has 
his principal office. 

The state highway department of Texas re- 
quires that financial statements submitted in 
qualification for bidding must be made out by 
certified public accountants. 

In general, your committee feels that considerable 
progress has been made in the education of the busi- 
ness public, although less actual legislation has been 
passed dealing with appointments of auditors than 
was to have been expected a year ago. There have, 
however, been so many suggestions from financial 
writers, business executives, and bankers for amend- 
ments to legislation, with particular reference to the 
better procedure in Great Britain and Canada, that 
it is reasonable to expect the introduction of legis- 
lation designed to further protect the rights of stock- 
holders or creditors, or both. 

We have not felt it desirable as yet for the Institute 
to take the initiative in preparing any model bill or 
model section for corporation laws which would deal 
with the appointment of auditors. The preparation 
of, and especially the introduction to a state legis- 
lature or the federal government of such proposed 
legislation, would have too much an appearance of 
selfish interest. However, members of the Institute, 
with the help of a committee, should be active in 
codperation with business men, bankers, attorneys or 
others who may be considering the improvement of 
corporation laws. 


We accordingly recommend that some standirg or 
special committee of the Institute be charged with 
the duties of watching legislation proposed and as- 
sisting members in various parts of the country to 
direct legislation along sound lines, so that any 
change will be a definite improvement and of ad- 


vantage not only to our profession but to the busi- 
ness public. 


Respectfully submitted, 


C. OLIVER WELLINGTON, Chairman, 
REYNOLD E. BLIGHT 

GEORGE S. OLIVE 

GEORGE W. ROSSETTER 

HERBERT M. TEMPLE 
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Auditors and the New York Stock 
Exchange 


Under date of October 25th the governing 
committee of the New York stock exchange 
authorized publication of a communication from 
the committee on stock list containing certain 
suggestions with reference to audits of corpo- 
rations. The full text of the communication is 
as follows: ) 

October 24, 1933. 
To the 
Governing Committee, 
New York Stock Exchange. 


Gentlemen: 

On January 31, 1933, the president of the stock 
exchange addressed a general inquiry to all listed 
corporations, designed to secure information regard- 
ing the scope of audits and the responsibilities as- 
assumed by auditors which would put the exchange 
in a better position to judge the value of audits to 
investors. In this letter, the request was made that 
companies whose accounts were audited should 
secure from their auditors and furnish to the ex- 
change, for its use and not for publication, answers 
to six questions. Of these questions, three dealt with 
the scope of the audit and three with the principles 
governing the accounting methods of the corporation 
and the form of presentation of accounts to share- 
holders. 


The response to this request has been satisfactory, 
replies having been received from a large majority 
of the companies employing independent auditors 
regularly. A careful study of the replies received 
has brought to the attention of the committee a 
number of points affecting particular companies 
which it has been deemed desirable to take up with 
those companies. In a few cases, the questions in- 
volved have been of very substantial importance, but 
the majority have been of relatively minor signifi- 
cance. 

The replies have indicated very general acceptance 
of certain principles which the exchange regarded 
as of primary importance and set forth in a state- 
ment attached to the letter of request, as follows: 

1. Unrealized profit should not be credited to 
income account of the corporation either directly 
or indirectly, through the medium of charging 
against such unrealized profits amounts which 
would ordinarily fall to be charged against income 

account. Profit is deemed to be realized when a 

sale in the ordinary course of business is effected, 

unless the circumstances are such that the col- 
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lection of the sale price is not reasonably assured. 
An exception to the general rule may be made in 
respect to inventories in industries (such as the 
packing house industry) in which, owing to the 
impossibility of determining costs, it is a trade 
custom to take inventories at net selling prices 
which may exceed cost. 

2. Capital surplus, however created, should 
not be used to relieve the income account of the 
current or future years of charges which would 
otherwise fall to be made thereagainst. This rule 
might be subject to the exception that where, up- 
on reorganization, a reorganized company would 
be relieved of charges which would require to be 
made against income if the existing corporation 
were continued, it might be regarded as permissi- 
ble to accomplish the same result without re- 
organization provided the facts were as fully re- 
vealed to and the action as formally approved by 
the shareholders as in reorganization. 

3. Earned surplus of a subsidiary company 
created prior to acquisition does not form a part 
of the consolidated earned surplus of the parent 
company and subsidiaries; nor can any dividend 
declared out of such surplus properly be credited 
to the income account of the parent company. 

4. While it is perhaps in some circumstances 
permissible to show stock of a corporation held 
in its own treasury as an asset if adequately dis- 
closed, the dividends on stock so held should not 
be treated as a credit to the income account of the 
company. 

5. Notes or accounts receivable due from 
officers, employees or affiliated companies must be 
shown separately and not included under a general 
heading such as notes receivable or accounts re- 
ceivable. 


This committee feels that all these principles 
should now be regarded by the exchange as so gen- 
erally accepted that they should be followed by all 
listed companies, certainly, that any departure there- 
from should be brought expressly to the attention 
of shareholders and the exchange. 

In announcing on January 6, 1933, its intention of 
requiring after July 31, 1933, that there should be 
included in all listing applications, certificates of in- 
dependent accountants in respect of the balance-sheet, 
income-statement and surplus-statement for the most 
recent fiscal year, the exchange indicated that in gen- 
eral the audit must cover all subsidiaries and the 
scope thereof be not less than that indicated in a 
pamphlet entitled ‘Verification of financial state- 
ments” issued by the federal reserve board in May, 
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1929. 


The request of January 31 called for infor- 
mation as to whether these standards were currently 
being maintained in the audits of listed companies. 


Upon the subject of the scope of audits, the ex- 
isting position is outlined in a communication ad- 
dressed by nine leading firms of accountants to the 
exchange under date of February 24, 1933, a copy of 
which is attached hereto. In the interests of investors 
it seems desirable to make clear what is the scope 
of audits as currently conducted and to consider how 
far it is practicable to extend such scope and the re- 
sponsibilities of auditors within the limits of a wise 
economy. 


The bulletin issued by the federal reserve board 
to which reference has been made indicated clearly 
that the scope of the examination therein provided 
for was not such as would lead naturally to detection 
of (1) defalcations on the part of employees, or (2) 
any understatement of assets and profits resulting 
from charges to operations of items which might 
have been carried as assets. The nine firms of ac- 
countants in the letter above referred to pointed out 
that the former limitation is particularly applicable 
to examinations of the larger companies which, gen- 
erally speaking, constitute the class whose securities 
are listed on the New York stock exchange. 


Your committee is satisfied that the detailed scru- 
tiny and verification of the cash transactions of large 
companies can most efficiently and economically be 
performed by permanent employees of the corporation, 
particularly today, when bookkeeping is to so large 
an extent done by mechanical means, and that it 
would involve unwarranted expense to transfer such 
work to independent auditors or to require them to 
duplicate the work of the internal organization. Your 
committee, however, feels that the auditors should 
assume a definite responsibility for satisfying them- 
selves that the system of internal check provides ade- 
quate safeguards and should protect the company 
against any defalcation of major importance. Un- 
less so satisfied, the auditors should make clear repre- 
sentations on this point—in the first place, to the 
management, and in default of action by the man- 
agement, to the shareholders. Your committee also 
suggests that this limitation on the scope of the audit, 
though an entirely proper one, should be specifically 
mentioned in the common form of audit report. 


The committee feels that the auditors should recog- 
nize a responsibility to verify and, if necessary, to 
report to the shareholders upon any transactions 
affecting directors or officers of the corporation in 
respect of which there might be a conflict of inter- 
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est between such directors and officers and the gen- 
eral body of shareholders. 

Turning to the second limitation on the scope of 
audits as outlined in the federal reserve bulletin, 
the accountants indicated that, generally speaking, 
their examination of the income or profit-and-loss 
account was perhaps less extensive than the pro- 
cedure contemplated in that bulletin. The classifi- 
cation of the income or profit-and-loss account is 
clearly a matter of great importance to investors. 
Whether income is of such a nature that it may 
reasonably be expected to recur, or is of an exception- 
al character, is often a vital consideration in the ap- 
praisal of an enterprise, and failure to make such 
distinctions clear in annual accounts is one of the 
defects to which the exchange has had to call at- 
tention most frequently in the accounts of listed 
companies. 

The committee recognizes that it is neither neces- 
sary nor reasonable to hold auditors responsible for 
minor errors in classification, or to ask corporations 
to incur the expense of examinations such as would 
justify the acceptance of such a responsibility. Audi- 
tors should, however, in addition to satisfying them- 
selves that the net income reported is not overstated, 
accept the burden of seeing that the income received 
and the expenditures made are properly classified in 
so far as the facts are known to them or are ascer- 
tainable by reasonable inquiry. For instance, when 
non-recurring income, shown separately on the books, 
is merged with recurring income in the annual ac- 
counts, or when items properly chargeable against 
current income are charged against surplus or re- 
serve, the facts are bound to come to the attention 
of the accountant who makes even the most cursory 
examination, and he should not certify without a 
clear qualification accounts in which anything of this 
kind has been done. 

The inquiry has again emphasized the importance 
and the difficulty of the problem of properiy reflect- 
ing the operations of subsidiary and controlled com- 
panies. Consolidation of accounts of companies in 
which there are very substantial outstanding inter- 
ests is not a satisfactory solution—indeed, the com- 
mittee is satisfied that no method can be prescribed 
which could be applied in every case. Operations 
of controlled companies may be as important an 
element in the value of the parent company as those 
of the parent company or its wholly owned sub- 
sidiaries. Even where the operations of controlled 
companies are conducted at a negligible profit or loss, 
this fact cannot be ascertained if the result of such 
operations is nowhere reflected in the published 
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financial statements. The exchange has recognized 
there there must be an element of flexibility in the 
method of such presentation, so that corporations may 
choose, from among the several methods which will 
give the desired information, that one most suitable 
to its individual circumstances. For a considerable 
period of time past, the agreement covering this mat- 
ter which the exchange has requested from corpora- 
tions applying for listing has read as follows: 

“To publish at least once in each year and sub- 
mit to stockholders at least fifteen days in advance 
of the annual meeting of the corporation, but not 
later than .......... , a balance-sheet, and in- 
come-statement for the last fiscal year and a sur- 
plus-statement of the applicant company as a 
separate corporate entity and of each corporation 
in which it holds directly or indirectly a majority 
of the equity stock; or, in lieu thereof, eliminat- 
ing all intercompany transactions ; 

A similar set of consolidated financial state- 
ments. If any such consolidated statements ex- 
clude any companies a majority of whose equity 
stock is owned, (a) the caption will indicate the 
degree of consolidation; (b) the income account 
will reflect, either in a footnote or otherwise, the 
parent company’s proportion of the sum of or dif- 
ference between current earnings or losses and the 
dividends of such unconsolidated subsid’aries for 
the period of report; and (c) the balance-sheet 
will reflect, in a footnote or otherwise, the extent 
to which the equity of the parent company in such 
subsidiaries has been increased or diminished 
since the date of acquisition as a result of profits, 
losses and distributions. Appropriate reserves, in 
accordance with good accounting practice, will be 
made against profits arising out of all transactions 
with unconsolidated subsidiaries, in either parent 
company statements or consolidated statements. 

Such statements will reflect the existence of any 
default in interest, cumulative dividend require- 
ments, sinking fund or redemption furd require- 
ments of any controlled corporation whether con- 
solidated or unconsolidated.” 

The most costly, and the less satisfactory in some 
respects, of the suggested methods is the publ’cation 
separately of the financial statements of each un- 
consolidated controlled corporation, for the reason 
that this imposes upon the stockholder, or analyst, 
the burden of determining for himself the equity of 
the parent company in the earnings of each such 
corporation, making it a burdensome matter for him 
thus to secure a true picture of the results of opera- 
tion of the system as a whole. 
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With less information than is suggested by one 
of the methods in the foregoing agreement, the re- 
ports of any company having unconsolidated majority- 
owned companies are necessarily incomplete and may 
be positively misleading. The committee believes 
that this is a subject which might well receive the 
consideration of corporate management and of or- 
ganized bodies of accounting officers and independent 
accountants in order that adequate disclosure may 
become generally prevalent and not be confined mere- 
ly to those companies which have executed the fore- 
going agreement with the exchange. 

At the same time, it might be desirable to attempt 
to develop a form of audit report or certificate which 
would be more informative to and more clearly un- 
derstood by investors than the forms now currently 
in use. It would, in the opinion of the committee, 
be advantageous if audit reports were so framed as 
to constitute specific answers to the last three ques- 
tions embodied in the president's letter to listed com- 
panies of January 31, 1933, namely: 

4. Whether in their opinion the form of the 
balance-sheet and of the income, or profit-and-loss, 
account is such as fairly to present the financial 
position and the results of operation. 

5. Whether the accounts are in their opinion 
fairly determined on the basis of consistent ap- 
plication of the system of accounting regularly 
employed by the company. 

6. Whether such system in their opinion con- 
forms to accepted accounting practices, and par- 
ticularly whether it is in any respect inconsistent 
with any of the principles set forth in the state- 
ment attached hereto. 

As suggested earlier in this communication, also, 
it might contain a clear statement of the scope of the 
audit in relation to detection of defalcations by 
employees. 

The matters herein discussed seem to the commit- 
tee those in respect of which clarification and im- 
provement of accounting practice are most desirable 
in the interest of investors. It suggests to the 
governing committee that these matters should be 
brought to the attention of listed companies and or- 
ganized bodies of accountants and accounting officers, 
with a view to definite action along the lines indi- 
cated herein. 

By the direction of the committee on stock list, 

J. M. B. HOXSEY, 
Executive Assistant. 

RESOLVED, That the governing committee of 
the New York stock exchange concurs in the sug- 
gestions herein contained, and authorizes the com- 
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mittee on stock list to bring them to the attention 
of those concerned, as recommended. 


ASHBEL GREEN, 
Secretary. 
October 25, 1933. 

Attached to the communication was a copy 
of a letter addressed to the president of the 
stock exchange by nine accounting firms, the 
text of which was published in the Bulletin of 
the American Institute of Accountants for 
March, 1933. 


New Trade Commission Rulings 
Under Securities Act 


INVESTMENT TRUSTS 


The federal trade commission recently announced 
its approval of a new form for the registration of 
securities under the securities act by an investment 
trust of the fixed or restricted management type 
which does not have a board of directors or persons 
performing similar functions but does have a de- 
positer or a sponsor. 


The new form is to be known as C-1. Hereto- 
fore, unincorporated investment trusts of this type 
have used the general registration form known as 
A-1, but hereafter they will be expected to employ 
C-1, which is especially designed for their purposes. 
It contains 77 questions of which 51 are devoted to 
information concerning the trust itself. Other groups 
of questions come under the heads of ‘Information 
concerning the trustee,” and “Information concern- 
ing the depositor.” A number of exhibits also are 
required including a balance-sheet and profit-and-loss 
statements of the trust. 


The commission also amended article 16 of the 
rules and regulations regarding prospectuses to apply 
to information filed under the form C-1. 


REORGANIZATION 


The commission has approved a form of registra- 
tion under the securities act of securities to be issued 
pursuant to a plan of readjustment or reorganization 
of a company. 


The new form, D-2, contains 55 questions and calls 
for the submission of a number of exhibits including 
a balance-sheet and a profit-and-loss statement, pro- 
vided the issuer has more than a nominal amount of 
stock outstanding. 

The commission has amended article 16 of its rules 
and regulations concerning prospectuses to apply to 
information filed under form D-2. 
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FOREIGN GOVERNMENTS 


Foreign governmental agencies that follow a prac- 
tice common to our own governmental agencies of 
having their auditing done by governmental auditors 
are exempt by a recent regulation of the federal trade 
commission from the requirement of schedule A of 
the securities act that balance-sheets and profit-and- 
loss statements be certified by independent public or 
certified accountants. 


AMENDMENTS OF REGISTRATION STATEMENTS 


Announcement has been made of the adoption by 
the commission of a rule under the securities act con- 
ferring certain powers upon the person who is desig- 
nated in each registration statement as authorized to 
receive all communications from the commission con- 
cerning the securities issues filed for registration. 

According to the new ruling, such person shall 
have power to amend the registration statement by 
altering to a subsequent date the date of the pro- 
posed offering of the securities registered; power to 
withdraw the registration statement or amendments 
thereto; and power to consent to entry of an order 
by the commission, prior to effective date of the reg- 
istration, refusing to permit the registration statement 
to become effective until it has been amended in 
accordance with the order. 

A consent order entered by the commission under 
this ruling is to be “without prejudice to the right 
of the registrant thereafter to have such order vacated 
upon a showing to the commission that the registra- 
tion statement as amended is no longer incomplete 
or inaccurate.” 

Accompanying the rule is an explanatory note cov- 
ering the arbitrary delaying of the proposed date 
of offering of a security in instances where the reg- 
istration statement is incomplete or inaccurate but 
“can be corrected with ease by an arnendment.” The 
purpose is to permit of a method whereby an exten- 
sion of 20 days can be afforded a registrant so as to 
allow him, without threat of stop-order proccedings, 
time to make and file the necessary amendments. 


ADVERTISEMENTS 


A new rule intended to afford a practical method 
of advertising securities registered under the securities 
act, while at the same time safeguarding the investor 
from erroneous impressions due to a failure to re- 
ceive important information, was promulgated by the 
federal trade commission under date of October 13th. 

Specifying certain items which must be included 
in such advertisements, the rule permits, with a view 
to the limitations of advertising space, the omission 











of certain material contained in the prospectus and 
allows what is printed to be condensed and arranged 
to suit conditions. 


EXEMPTIONS FROM REGISTRATION 


The federal trade commission, on November 1st, 
announced the repeal of a rule promulgated July 27th 
regarding exemptions from registration under the 
securities act of certain classes of real-estate mort- 
gages, and its replacement with a new regulation 
extending the application of the same principle. 

The issues exempt by the new ruling fall under 
three heads: 


1. Notes and bonds comprising an issue the ag- 
gregate amount of which does not exceed $15,000, 
which are directly secured by first mortgage or first 
deed of trust on a piece of real estate used as the 
issuer’s home. 


2. Securities of any character comprising an issue 
the aggregate amount of which does wot exceed 
$100,000, subject to the following conditions: 


(a) That the issue shall not be sold other- 
wise than for cash; 

(b) That no other securities shall have been 
issued by the same issuer in excess of $100,000, 
including the issue now to be offered, within the 
year immediately preceeding the issue; 

(c) That no other securities of the same class 
shall have been issued within the year immedi- 
ately preceeding for any other consideration than 
cash; 

(d) That the commissions charged in con- 
nection with the distribution of the issue shall 
not exceed 10% of the offering price; 

(e) That the issue, if bonds, shall not be 
divided into units less than $500, and if stocks, 
into units less than $100, and if any other type 
of security, into units less than $500; 

(f) That if the issue consist of notes or bonds 
secured by first mortgage on real estate, the issue 
will also be exempt even if divided into smaller 
units than $500, provided that a prospectus con- 
taining detailed information be furnished to the 
purchaser. 


3. Securities comprising an issue not exceeding 
$100,000 in par value, which are exchanged for other 
outstanding securities, including extensions or re- 
newals of outstanding obligations. A prospectus con- 
taining a brief summary of the terms upon which the 
exchange is to be effected is to be furnished to 
each person with whom securities are sought to be 
exchanged for a new security. 
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Tri-State Conference in New Jersey 


The New York State Society of Certified 
Public Accountants and the Pennsylvania In- 
stitute of Certified Public Accountants were 
guests of the Society of Certified Public Ac- 
countants of the State of New Jersey at its 
annual fall conference at the Hotel Ambassa- 
dor, Atlantic City, November 10th, 11th and 
12th. 

The discussions, dealing with current prob- 
lems of the profession, were not limited in their 
interest to the three states participating. The 
first and third days of the conference were 
given over largely to registration and entertain- 
ment, the business sessions falling on Novem- 
ber 11th, when papers were read and discussed. 

At the first session on the morning of the 
11th, Isaac Benwitt spoke on the “Increasing 
importance of accounting for instalment sales.” 
Frank C. Reilly led the discussion and John 
Conlin presided at the session. 

There followed a paper on “Municipal and 
state audits and the C. P. A.,” by Henry B. 
Fernald. 

In the afternoon Judge John Warren, former 
president of the New Jersey Building and Loan 
League, spoke on “The forgotten man,” an 
address on building-and-loan associations and 
the accountant. George H. Kingsley led the 
discussion and Julius E. Flink presided. 

The business of the day was brought to a 
close with a symposium on accounting legisla- 
tion, under the chairmanship of Abraham 
Puder. The papers read were ‘Advantages to 
the practitioner and to the public of recogniz- 
ing state-granted certificates,” by James F. 
Hughes, president of the New Jersey state 
board of C. P. A. examiners; and “Compari- 
sons of the New Jersey accountancy act with 
those governing other professions from the 
viewpoint of the granting and revocation of 
authority to practise and of advancing profes- 
sional interests,” by William Surosky. The 
three papers were discussed by Samuel H. 
Glassman. 

At the banquet, on the evening of November 
11th, greetings were heard from Durand W. 
Springer, secretary of the American Society of 
Certified Public Accountants, John L. Carey, 
secretary of the American Institute of Account- 
ants, and Walter A. Staub, president of the 
New York State Society of Certified Public 
Accountants. 
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Questionnaire on Competitive Bidding 


In preparation for discussion of competitive 
bidding at a joint meeting on November 13th 
of the Los Angeles chapter of the California 
State Society of Certified Public Accountants 
and regional members of the American Insti- 
tute of Accountants, the chapter secretary, on 
October 13th, distributed a questionnaire to 
ascertain the views of the membership on this 
question. 


Judge Guy R. Crump, recent president of the 
California Bar Association, was scheduled to 
discuss the matter of professional ethics and 
their proper control from the standpoint of 
professions generally. Reynold Blight, a 
former member of the state board of account- 
ancy, was to speak on “The enforcement of 
ethical rules against solicitation and bidding.” 
John F. Forbes, president of the American In- 
stitute of Accountants, was to report to the 
meeting on the proceedings of the annual meet- 
ing of the Institute in New Orleans. 


In the questionnaire a competitive bid was 
defined as follows: A bid that includes some 
special inducement to the client in the matter 
of charges to be made or work to be per- 
formed, which would not be made if it were 
not known that some other accountant was also 
bidding for the work. 


The questionnaire, in part, follows: 


“As a general practice, from the accountants’ point 
of view, with respect to competitive bidding, can 
you see: 


Any advantages? 

Any disadvantages ? 

Do the advantages outweight the disadvantages ? 

Do the disadvantages outweigh the advantages? 

Should any distinction be made between govern- 
mental and commercial engagements? 

Do you favor accountants refusing to submit bids 
for governmental engagements ? 

From the clients’ point of view, can you see: 

Any advantages? 

Any disadvantages? 

Do the advantages outweight the disadvantages? 

Do the disadvantages outweigh the advantages? 


In case the majority of our members were opposed 
to competitive bidding, would you join with them 
in agreeing to forego the practice at all times in the 
future?” 


Advocates Higher Obsolescence 
Charges 


Declaring editorially that industry's charges 
for obsolescence are too low, and that the prin- 
ciple has a wider range than is generally recog- 
nized, the current issue of Industrial and Engi- 
neering Chemistry, journal of the American 
Chemical Society, points to instances where, in 
its opinion, the usual practice might be im- 
proved. 

“There are types of obsolescence which go 
practically unrecognized and for which no al- 
lowance is made,” it says. “We refer first to 
the rapid obsolescence due to improvements in 
processes, which should constitute one of the 
largest charges on the books. Speed of pro- 
duction is one of the essential factors in mod- 
ern manufacture, and it cannot be obtained 
with some types of old equipment. 

‘A certain company resists change largely be- 
cause they have kept on their books an old 
process for which new equipment of older 
models has been installed. They now feel un- 
able to write this investment off their books. 
Had it been written off at, say, 15 or 25 per 
cent. yearly, it would now stand at no value, 
and the mental attitude toward a progressive 
change would be very much better.” 


Phases of the national industrial recovery act 
were the subjects of three addresses made by 
Frederick J. Knoeppel, of Los Angeles, during 
October. On October 3rd, Mr. Knoeppel 
spoke before a joint meeting of the Inglewood 
chamber of commerce and the Rotary club. On 
October 9th, he addressed the Los Angeles 
chamber of commerce, and on October 26th the 
Los Angeles Society of Industrial Engineers. 


Robert E. Payne, Chicago, delivered an ad- 
dress on the federal securities act before the 
Investment Analysts club of Chicago on 
October 17th. 


Herbert M. Temple, St. Paul, served on the 
general ee committee of the American 
Interprofessional Institute and as chairman of 
a special program committee for the tenth 
annual convention of that organization in St. 
Paul, October 12th, 13th and 14th. 
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NEWS OF LOCAL SOCIETIES 


Arizona 


The first annual meeting of the Arizona 
Society of Public Accountants, formed last 
spring, was held at the Hotel Adams, Phoenix, 
Arizona, on October 21st. 


Among the guests at the meeting were 
Charles A. Carson, Jr., president of the 
Arizona State Bar Association; Henry D. Ross, 
chief justice of the Arizona supreme court, and 
H. Dean Campbell, professor at the University 
of Southern California. 


Adoption of a code of standard fees for the 
profession in Arizona was discussed and it was 
decided to circularize the membership of the 
society for the necessary information. A reso- 
lution calling for the dissemination of the code 
of professional ethics of the society, patterned 
in part after that of the American Institute of 
Accountants, was adopted. 

Officers elected were: A. W. Crance, presi- 
dent; Arthur C. Rogers, vice president; Walter 
Wood, secretary, and P. I. Perkins, treasurer. 
The new executive committee consists of Hugh 
T. Cuthbert, chairman, Claud F. Harmon, T. 
J. Elliot, James A. Smith and E. T. Garrett. 
Mrs. Daphne Latham was elected auditor. 


Arkansas 


The Arkansas Society of Certified Public 
Accountants, after an increase in membership 
of fifty per cent. during the past year, now 
comprises over ninety-five per cent. of all prac- 
tising certified public accountants in the state. 


An announcement of this fact was made at 
the annual meeting of the society in Little 
Rock, Arkansas, on October 23rd, by J. C. 
Fuller, the retiring president. Officers and 
directors, as elected at that time to serve during 
the coming year, are: A. V. McDuffie, presi- 
dent; Robert McNair, vice-president; F. J 
Venner, secretary-treasurer; L. B. Croft, R. E. 
Chase, J. C. Fuller, C. H. Kinard, and G. A. 
Railsback, directors. 
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California 
Los ANGELES 


The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
reports that attendance at its first two meetings 
of the season, which were featured by addresses 
and discussion on the federal securities act and 
the Glass-Steagall banking act, shattered all 
previous records. 


J. R. Douglas, vice-president of the Security 
First National Bank of Los Angeles, addressed 
the latest meeting, which was held on October 
9th, on the federal banking act. 


Iowa 


At the annual meeting of the Association 
of Iowa Accountants, held on October 14th at 
the Kirkwood hotel, Des Moines, officers and 
directors were elected for the ensuing year. 


They are: M. E. Brooks, president; Louis S. 
Goldberg, vice-president; Roy W. Gater, treas- 
urer; R. W. Paulsen, secretary; Thomas V. 
Conway, J. E. Bemis, Sidney L. Taylor and 
Louis $. Goldberg, directors. 


Maine 


With about 25 members present, the Maine 
Society of Certified Public Accountants met in 
Portland October 25th for a discussion of the 
federal securities act. Chester A. Jordan, presi- 
dent, presided. 


Massachusetts 


At a meeting of the Massachusetts Society 
of Certified Public Accountants, held at the 
Parker House, Boston, on October 30th, 
Kenneth B. Backman, executive secretary of 
the Boston Better Business Bureau, reviewed 
the history of the bureau and its accounting 
problems. Harvey S. Chase, chief statistician 
of the National Economy League, spoke on the 
subject of local taxes. 
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Minnesota 


The federal securities act was attacked and 
defended by an attorney and a certified public 
accountant respectively at a monthly meeting of 
the Minnesota Society of Certified Public Ac- 
countants held at the Curtis hotel, Minneapolis, 
on October 24th. 


The speakers were Arnold L. Guesmer, at- 
torney, and Herman C. Peisch, accountant, both 
of Minneapolis. The society was host to the 
Ramsey and Hennepin county bar associations. 
Lyle W. Hines, of St. Paul, is president of the 
society. 


Nebraska 


The Nebraska Society of Certified Public ; tion. 


Accountants met in Omaha on October 27th 
for the first meeting of the new season. Papers 
on “Internal check” were read by W. K. 
Irwin and Henry Moeller. Elton C. Loucks 
discussed certain aspects of papers read at the 
annual meeting of the American Institute’ of 
Accountants at New Orleans. 


New Jersey 


With an attendance of 114, the Society of 
Certified Public Accountants of the State of 
New Jersey held its initial meeting of the sea- 
son on October 10th at the Downtown club, 
Newark. 


The principal address was made by Professor 
Charles W. Gerstenberg on the subject of the 
accountant’s responsibility under the federal 
securities act. Among the guests was Richard 
C. Plummer, assistant attorney-general of the 
state of New Jersey. 


Philip S. Suffern, president of the society, 
presided at the meeting. 


New York 


The New York State Society of Certi- 
fied Public Accountants held its eleventh 
annual fall conference on October 30th at the 
Waldorf-Astoria hotel. The principal ad- 
dresses were devoted to interpretation of vari- 
ous phases of the federal securities act and the 
national industrial recovery act by officers of 
the federal government. 
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Dr. James M. Landis, member of the Fed- 
eral Trade Commission, interpreted and de- 
fended the liability clause of the securities act, 
declaring that recent developments in the regis- 
tration of securities issues justified the strict- 
ness of the act in fixing liability. Malcolm 
Muir, division administrator of the N. R. A., 
Grover A. Whalen, chairman of the New York 
N. R. A., and A. B. Gunnarson, manager of 
the department of manufacture of the United 
States Chamber of Commerce, spoke on other 
phases of the new legislation. 


Walter A. Staub, president of the society, 
presided at the conference. An exhibit of rare 
volumes on accounting, including several copies 


-of Pacioli’s study of the subject written about 


five hundred years ago, attracted much atten- 


North Carolina 


A modified form of the Canadian banking 
system was recommended for the United States 
by Dr. J. B. Woolsey, professor of Finance at 
the University of North Carolina, in an address 
before the 14th annual convention of the North 
Carolina Association of Certified Public Ac- 
countants held at Chapel Hill, October 26th, 
27th and 28th. 


Officers elected for the coming year are: W. 
E. Stevens, president; J. I. Mason, vice-presi- 
dent; Thomas P. Zumbrennen, treasurer; R. L. 
Bradley, secretary. The new board of directors 
consists of the foregoing and O. N. Hutchin- 
son, C. E. Elberson, C. F. Delemar and W. C. 
Nichols. The association was invited to meet 
in Durham next spring. 


Ohio 

The fall meeting of the Ohio Society of 
Certified Public Accountants was held Septem- 
ber 28th, 29th and 30th at the Columbus coun- 
try club, Columbus, Ohio. 

Among the speakers were: Ralph J. Wat- 
kins, head of the Bureau of Business Research, 
University of Pittsburgh; George M. Morris, 
Washington, D. C., attorney; F. H. Elwell, 
professor, University of Wisconsin; Walter A. 
Staub, president of the New York State Society 
of Certified Public Accountants, and Royal E. 
Davis, commercial research manager of the 
Goodyear Rubber Company, Akron, Ohio. 

















Oregon 


A recommendation to the city council of 
Portland, Oregon, that it employ accountants 
on the basis of merit rather than call for bids 
was submitted last month by the Oregon State 
Society of Certified Public Accountants. 


Pennsylvania 


PHILADELPHIA 

The distinction between the field of the cost 
engineer and that of the cost accountant was 
discussed at the October meeting of the Phila- 
delphia chapter of the Pennsylvania Institute 
of Certified Public Accountants. The meeting 
was held October 18th at the Manufacturers 
and Bankers club, with an attendance of more 
than a hundred. 

W. L. Churchill, industrial economist and 
engineer, in addressing the meeting on ‘The 
economic right price,’ stressed the fact that the 
work of the cost accountant is not duplicated 
or supplanted by that of the cost engineer, but 
rather supplemented by it. 


PITTSBURGH 

Statutory regulation of accounting was dis- 
cussed at a joint meeting of the Pittsburgh 
chapters of the Pennsylvania Institute of Certi- 
fied Public Accountants and of the National 
Association of Cost Accountants on September 
20th. The chapter of the Pennsylvania Insti- 
tute is endeavoring to ascertain from its mem- 
bers whether or not they favor regulation by 
state law and what form this regulation, if any, 
should take. 





Franke, Graeff & Hannon, announce admis- 
sion of Howard A. Withey as a general partner 
in the firm. 


Gilliam Grissom, J. D. Schoolfield and E. 
H. Lorenson have formed a partnership to be 
known as Gilliam Grissom Associates, with 
offices at 327-328 United Bank building, 


Greensboro, N. C. 





Orrin R. Judd announces that he has opened 
an office at 31 Nassau street, New York city. 


ANNOUNCEMENTS 
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Texas 


The Texas Society of Certified Public Ac- 
countants held its annual convention at the 
Rice hotel, Houston, on October 13th and 14th. 
One session was devoted to a joint meeting 
with the Houston Bank Auditors’ Association, 
the Houston chapter of the American Institute 
of Banking and the local chapter of the 
National Association of Cost Accountants. 

Among the speakers were John F. Forbes, 
president of the American Institute of Account- 
ants, Walter A. Staub, president of the New 
York State Society of Certified Public Account- 
ants, George Armistead, Houston, J. K. Flem- 
ing, auditor of the National Bank of Com- 
merce, Houston, H. H. Carey, comptroller of 
the First National Bank of Houston, and Frank 
L. Wilcox, chairman of the Texas state board 
of public accountancy. 

Officers elected for the ensuing year are: 
Dr. T. W. Leland, of College Station, Texas, 
president; J. G. Bixler, of El Paso, vice-presi- 
dent, and C. F. Milledge, of Houston, secre- 
tary-treasurer. 





Utah 


At the annual meeting of the Utah Associa- 
tion of Certified Public Accountants, held at 
Salt Lake City, October 19th, the following 
officers were elected: 

Roy G. Abbey, president; Harold L. Child, 
vice-president; Alan G. Mann, secretary-treas- 
urer. The retiring officers were Lynn E. Bax- 
ter, president; Frank L. Ostler, vice-president, 
and Leon H. Jackson, secretary- treasurer. 


MacLeod & McManus have moved from 38 
Chauncey street to 75 Federal street, Boston. 







Jim Quinn announces the reopening of 
offices in the Morales Building, Tampa, Fla. 





Walter K. Smith, Fred L. Smith, Gilbert F. 
Dukes and V. M. Buckalew announce the form- 
ing of a partnership under the name of Smith, 
Dukes & Buckalew, with offices in the First 
National Bank Building, Mobile, Alabama. 


















